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TO THE SHAREHOLDERS: 


For the year ending May 6th, 1967, your com- 
pany experienced the best year in its history, 
as reflected in its 21st consecutive gain in sales, 
earnings, and earnings per share — also moved 
into data processing to handle payroll and basic 
accounting — added two new departments to 
the general operation and created the Avalon 
Mall shopping centre in St. John’s, Newfound- 
land. 

Sales and Net Income A new high in sales 
was achieved of 5.2% over the preceding year 
and net income increased 13.3% to $752,952. 
Stock Split and Dividends On September 1, 
the shareholders of the company approved a 
resolution splitting the A and B shares on a 
two for one basis. In October, the A shares 
were placed on the Toronto Stock Exchange 
in addition to its listing on the Canadian 
Exchange. 

On August 15th, the Directors declared an 8¢ 
per share quarterly dividend on the A and B 
stock of the company. ‘This increase over the 
previous dividend was the second increase in 
less than a year. 

Financial —- General This report shows a 
temporary working capital decrease from 
$1,747,417 as of May 7, 1966 to $457,993 on 
May 6, 1967, this situation was created by 
finalization of payments for Avalon Mall. 

It should be noted that the company has 
charged $200,000 to the General Reserve 
Account, covering good-will. 

During this fiscal period, capital cost allow- 
ances exceeded recorded depreciation by 
$1,320,671 — resulting in a reserve for future 
income tax and a consequent income tax re- 
fund claim of $155,000, created by Avalon 
Mall and other projects mentioned further. 
The company follows a conservative accounting 
practice, however, if the taxes payable method 
had been used, earnings would have increased 
90¢ per share to $1.89, more than double last 
years per share earnings (Note: Provision 
for future income taxes $647,048 — see right 
hand column this page) 


William M. Sobey 


Accelerated Depreciation During the fiscal 
period, your company took full advantage of 
the ‘Designated Areas Act for Accelerated 
Depreciation’”’ on a number of projects which 
enables us to write off these assets by claiming 
up to 20% depreciation annually; included in 
these projects is Avalon Mall in St. John’s, 
Newfoundland, in itself the largest project of 
its type undertaken in Canada under the afore- 
mentioned act. 


Avalon Mall contains three department stores, 
a threatre, the largest food market in Eastern 
Canada and approximately thirty-five addi- 
tional stores and shops, totalling some 340,000 
sq. ft. on one floor, strategically located to 
serve the city of St. John’s and the Avalon 
Peninsula. 


This project 1s owned and operated by your 
company and was opened officially by Premier 
Joseph R. Smallwood on April 24, 1967, ten 
months after first start of construction. 


Rising Costs Our results indicate we have 
achieved some measure of success in offsetting 
increased costs through improved efficiency, 
forward planning, and advanced productivity. 
The company must, in particular, pay in- 
creased attention to whatever degree of pro- 
ductivity and automation it can implement, 
as rising costs ean only be absorbed by rising 
productivity. 

Future profits and progress will.demand ex- 
tensive planning, our existing facilities must 
be kept modern and efficient, our new plan- 
ning must produce units of better design, 
finish and efficiency and our approach to 
merchandising, distribution and general selling 


must reflect this policy of continuous improve- 
ment. 


New Departments Two new departments, 
personnel and real estate have been added to 
the company’s operation and early in 1967, 
data processing was installed to handle payroll 
and some general accounting — this move into 
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data processing is being cautiously approached 
and will be enlarged to handle additional ex- 
pected volume as it proves its efficiencies and 
its economics. 


Merchandising and Store Operations 
These departments continue to play a most 
important part in all our planning for present 
and future, they embrace our entire buying 
and selling function, and our ability to im- 
prove our competitive position and to pene- 
trate new markets. 


Development The development of new units 
and remodelling of older stores will continue 
wherever situations appear profitable, and a 
number of projects are presently underway. 


Company Ownership Control of the voting 
shares of Sobeys Stores Limited is held by the 
Sobey family and they have no intention of 
disposing of any shares in the foreseeable 
future. 


Outlook The outlook for the future appears 
favourable, however, competition for sites 
by supermarket owners on occasion tends to 
inflate rents to a danger point — where there is 
little population growth, long term commit - 
ments such as rents, taxes and other expenses 
must be properly and cautiously considered — 
the company must be financially and com- 
petitively strong so that it may be in a position 
to adjust its operations as conditions warrant 
or accept new opportunities as they arise. 


In Memoriam ‘The death occurred Sunday, 
July 2nd, 1967 of Mr. Frank T. Stanfield, who 
had been a Director of your company since its 
incorporation in 1946. Mr. Stanfield’s per- 
ceptive counsel, faithful attendance and deep 
interest in all company affairs will be greatly 
missed. 


In Appreciation We acknowledge, and con- 
tinue to count on the support, experience and 
loyalty of our employees and the many cus- 
tomers and suppliers with whom we have been 
associated over the past 60 years. 


SUMMARY OF EARNINGS AND PER SHARE EARNINGS 


FOR THE YEAR ENDED MAY 6, 1967 


Per 


Share | 
Net Income before Reserves 1,744,660 9-243 
Transfer portion of profit on sale of fixed : 
assets and investments to general reserve............. 500,000 : 70 
| 1244600. Es 
Provision for future income taxes...............-...- 647,048 0 
Less: Refund of income taxes paid in prior year..... 155,340 <n 
491.708 68 
Netimeome =. . 752,952 1.05 
Preferred share dividend................. . 46,875 06. 
Net income after providing for preferred share 
dividend st Se oo... F706 077 $ .99 
a: Cash flow, — — . $1,570,791 $220 


Per share earnings are caledated on the average 1 number of common a shares 
onan ae | canny the fiseal uae — 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 


SOBEYS STORES LIMITED 


We have examined the Consolidated Balance 
Sheet of Sobeys Stores Limited and its wholly 
owned subsidiary company as at May 6, 1967 
and the Consolidated Statements of Income, 
Retained Earnings and General Reserve for 
the year then ended and have obtained all the 
information and explanations we have re- 
quired. Our examination included a general 
review of the accounting procedures and such 
tests of accounting records and other support- 
ing evidence as we considered necessary in 
the circumstances. 


In our opinion and according to the best of 
our information and the explanations given 
to us and as shown by the books of the com- 
panies, the accompanying Consolidated Bal- 
ance Sheet and Consolidated Statements of 
Income, Retained Earnings and General Re- 
serve are properly drawn up so as to exhibit 
a true and correct view of the financial posi- 
tion of the companies as at May 6, 1967 and 
the results of operations for the year then 
ended, in accordance with generally accepted 
accounting principles applied on a_ basis 
consistent with that of the preceding year. 


H. R. DOANE AND COMPANY, 
Chartered Accountants 


New Glasgow, Nova Scotia 
June 20, 1967 


CURRENT 


Marketable securities, at cost 
(Market value 1967 - $1,174,151; 1966 - $1,234,391).............-..-55-- 


Aecounts and notes receivable less 
allowance for doubtful accounts................ Cl 


Loans receivable... =. s—ti‘i(i‘(‘(§}N(N§C§# B84 
Inventories, at lower of cost or market.............. ke 
Income tax refund receivabie..................... =. 
Special refundable tax receivable.........................-5.......:---.-.-. 
Prepaid expenses and building options........................6..5:.......-. 


MORTGAGES RECEIVAELE......._._...........—d—di.i—:«w‘(‘(i‘ia‘aaya.......... 
FUNDS HELD BY TRUSTEE FOR REDEMPTION OF DEBENTURES......... 


FIXED ASSETS, at cost 
Buildines and parking facilities...................... 
Furnitiire and equipment. .......................... .......... 
Truske and cars. 8 —“(‘“C(‘C‘C(‘RRNCO#(‘(C(R;RSCCO(CW 
Leasehold improvements... =.=. ssi“‘“‘asij‘as#y§SN§SNCARNNRNN.._ «ss re 


Less: Accumulated depreciation..................... =, 


CONSOLIDATED 


AS OF MAY 6, 1967 - WITH COMPA 


1967 


920,264 
1,010,785 


386,863 
994,084 
2,040,760 
225,340 
60,247 
38,765 


5,677,108 


96,975 


21,500 


8,655,934 
4,451,170 
136,170 
345,289 


13,588,563 
2,800,499 


10,788,064 
1,323,698 


12,111,762 
$17,907,345 


$ 


1,007,526 


1966 


768,178 


258,825 


1,302,169 


18,500 


8,841,761 


2,015,633 


41,509 
5,393,840 


4,399,842 
3,998,136 . 
128,819 


| 
| 


NOTES TO CONSOLIDATED F 


BALANCE SHEET 


ARATIVE FIGURES AT MAY 7, 1966 


the provisions of leases with Sobey 
- pee Praneeiie Limited, Empire Com- 


imi d Construction Limited, 
pa See eae ae Company has leased 6. 
1967 1966 lands, aay as eu pide scart gic 
extending beyon lve years 
“icy ocey Sembee ya Be § Se Soon a At Thais chee 
esc prp ponies GO 3.639902 2.636.241 "Gn! puapentoos for | Esai alaen eine etoe 1 
| Payables and accruals. . ee see aoa ing guarantees. for bank loa book Coe 
ayanls <r ssi‘“(‘“‘(‘(‘(‘(<‘(‘(‘“(‘“(‘C#SC*@*S : pel 
Sittin sb ge oe ale (Installments due within one year).................. 1 pital 83,500 truetion Lim t ed of $250,000 and $1,725,000 
Deferred revenue......... ii a eat 96,697 , “ Tee ee 
Estimated income and special refundable tax payable..................... a oe f or, the purpo: of, Soaring app seas 
oO, vs i 7 ? 
: 4,384,680 4,416,000 ale Bi yepragebe ts of ve pS a bia 
SR ee OR eG ES Se a eS y¢ ’ - * ¥ l ase t e su ermar e premises F ee 
LONG TERM ............................ a leas Seana - ace shee ; 
ICARLS 1° 905 ing Centres Limited the Company has : 
et EGYURE YEARS (Note 6) oe 1,205,154 558,106 Ding soeeare tereement. dated Apri 
1960, to provide cash to mee , any obliga- 
ions which Canadian Shopping Centres 
reso oscil cee Limited on npablé or fails ne re eae 7 9 
|e ppgeeihioms : Series “‘A’’ Debentures (of which ,00C . 
0000 6 cumulative redeemable preference — . prineipel slave, aa een vubeouidises 
shares of $20 par value each issuable in series Sey Shopping (ex ste Taaed Ee 
750,000 Class ‘‘A’’ common shares without been paid an full iw esecamte a aman 
Be ee terms. Any deficiency payment made by 
500,000 Class “B’’ common shares without ; : Sobeys Stores Limited will be in consider- 
aoe pet value : ation of the issue to * of re on er 
a Seri _ number of $10 fully paid and non-assessable 
"75,000 preference shares 1966 Series (Note 7)... Os hoet de pret ia 6% non-cumulstive redeemable Hlon-yoting 
312°000 Close Be od shoes (106,000 fn 1966) (Note 0... 2. "32,000 32.000 preference rs of Canadian Shopping 
| 912 000 Class se—D eommon snares ; DT gk WEES Ponce See pe ae : : ‘Cprtnes Limite j 
— | 3,229,850 1,629,850 
| aneraleo ee. "400.000 100,000 4. The Company has reserved a maximum of 
- ee oF 3,468,546 3,059,987 _ 20,000 unissued Class “A” common shares 
Hetaced Carnie. (itt fees : 5 Co to antinty’ tie fo aneee relating to Share 
: 7,098,396 4,689,837 _ Purchase Warrants attaching to the Sink- 
| : oe ing Fund Debentures, Series ‘“H”’, maturing 
— $17,907,345 $13,310,366 . 


November 1, 1985. 


5. The Company advances, from time to time, 
surplus cash on a demand note basis at eur- 
rent bank rates of interest to Sobey Leased 
Properties Limited. It also advanees funds 
without interest to other Companies for 
their use in acquiring, constructing and 


ying notes form part of this statement. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENT 


1. Under the provisions of leases with Sobey 


Leased Properties Limited, Empire Com- 
pany Limited, Foord Construction Limited, 
and other lessors, the Company has leased 
lands, buildings and improvements for terms 
-extending beyond five years from the 
Balance Sheet date. 


At Balance Sheet date there were outstand- 
ing guarantees for bank loans of Sobey 
Leased Properties Limited and Foord Con- 
struction Limited of $250,000 and $1,725,000 
respectively. These loans were obtained 
for the purpose of acquiring properties for 
and on behalf of Sobeys Stores Limited. 


In consideration of the exclusive right to 
lease the supermarket premises in all shop- 
ping centres developed by Canadian Shop- 
ping Centres Limited the Company has 
undertaken, by agreement dated April 1, 
1960, to provide cash to meet any obliga- 
tions which Canadian Shopping Centres 
Limited is unable or fails to meet until all 
Series ‘“‘A’’ Debentures (of which $418,000 
principal amount is presently outstanding) 
of Canadian Shopping Centres Limited have 
been paid in full in accordance with their 
terms. Any deficiency payment made by 
Sobeys Stores Limited will be in consider- 
ation of the issue to it of an appropriate 
number of $10 fully paid and non-assessable 
6% non-cumulative redeemable non-voting 
preference shares of Canadian Shopping 
‘Centres Limited. 


The Company has reserved a maximum of 
20,000 unissued Class ‘‘A’’ common shares 
to satisfy the conditions relating to Share 
Purchase Warrants attaching to the Sink- 
ing Fund Debentures, Series ‘“‘H’’, maturing 
November 1, 1985. 


The Company advances, from time to time, 
surplus cash on a demand note basis at cur- 
rent bank rates of interest to Sobey Leased 
Properties Limited. It also advances funds 
without interest to other Companies for 
their use in acquiring, constructing and 


6. 


“I 


leasing shopping centre properties for and 
on behalf of the Company. 


As a result of claiming capital cost allowance 
of $1,320,671 more than recorded depreci- 
ation the provision for income taxes is 
$647,048 in excess of taxes payable for the 
year and $155,340 income taxes paid in the 
previous year have become refundable. 


During the year the Company created 
250,000 preference shares of $20 par value 
each, issuable in series, and issued 75,000 
of these preference shares on August 15, 
1966 as 6;% cumulative redeemable pref- 
erence shares, 1966 series. These shares 
may be ealled at reducing premiums from 
October 1, 1967 to October 1, 1971, after 
which they may be called at par. 


Prior to a two for one stock split the Com- 
pany issued 10,000 Class ‘‘A’’ common 
shares as part payment on the acquisition 
of food store operations. 


At meetings held on August 15, 1966 and 
September 1, 1966 the shareholders of the 
Company approved a two for one stock split 
of Class ‘‘A’’? common shares and Class ‘‘B”’ 
common shares resulting in the following 
changes: 


(a) The 375,000 authorized Class ‘‘A”’ 
common shares without nominal or par 
value of which 257,430 were issued and 
fully paid became 750,000 authorized 
Class ‘‘A’’ common shares without 
nominal or par value of which 514,860 
are issued and fully paid, similar in all 
respects to the previously existing 
Class ‘‘A’’ common shares. 


(b) The 250,000 authorized Class ‘B” 
common shares without nominal or par 
value, of which 106,000 were issued and 
fully paid, became 500,000 authorized 
Class ‘‘B’? common shares without 
nominal or par value, of which 212,000 
are issued and fully paid, similar in all 
respects to the previously ‘ existing 
Class ‘‘B’’ common shares. 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED MAY 6, 1967 
(WITH COMPARATIVE FIGURES FOR THE YEAR ENDED MAY 7, 1966) 


$2,123,230 


344,908 
10,976 
528,809 
2,000 
263,076 
32,984 
8,227 
53,336 


1,244,316 
878,914 


165,335 


1,044,249 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


CONSOLIDATED STATEMENT OF LONG-TERM LIABILITIES 


FOR THE YEAR ENDED MAY 6, 1967 


(WITH COMPARATIVE FIGURES FOR THE YEAR ENDED MAY 7, 1966) 

— : ae 1967 1966 
Balance, begining of 3 year $3,059,987 $2,627,488 
Add: Net profit for the year — 752,952 — 664315 

3,812,939 3,291,803 

-Deduet: Dividends paid — Class ‘'A”’ common... 162,181 130,715 

— Class ““B’’ common... 66,780 ~ §8,300 
~ 63% preferred ....... 46,875 
Tax adjustments relating to prior years 1,123 
Financial expenses relating to debentures : 
and preferred shares issued........ 8,557 4,178 
-Diseount on issue of Series ““H” 
debentures written off. . 37,500 
Commission on issue 5 of pr for od 
soarcs rc 60,000 
344,393 = 9a ie 
 rr——“‘O™sSO $3,468,546 $8,059,987 


FOR THE YEAR ENDED MAY 6, 1967 


CONSOLIDATED STATEMENT OF GENERAL RESERVE 


FOR THE YEAR ENDED MAY 6, 1967 
(WITH COMPARATIVE FIGURES FOR THE YEAR ENDED MAY 7, 1966) 


1967. 


5407 SINKING FUND DEBENTURES, SERIES - 
mary ‘URING SEPTEMBER 1, 1968" 
(Authorized and issued - $300, 000) . = 
_ Issued | - less redeemed. Ce — $ 108,500 


50%, “SINKING FUND DEBENTURES, SERIES “Bp” 
MATURING MARCH 1, 1972 

(Authorized and issued - $500, 000) ‘ 

Issued - less redeemed - — . 277,500 


439%, ‘SINKING FUND DEBENTURES, SERIES “Cc” 
MAT URING SEPTEMBER 1, 1975 
(Authorized and issued - - $500 ae 
‘Issued - - less redeemed _ rs 335,000 


6% SINKING FUND DEBENTURES, SERIES “up” 
MATURING MAY1,1977 
(Authorized and issued 


Issued - less redeemed. . 547,500 
: & SINKING FUND DEBENTURES, SERIES “er 
. MATURING MARCH 1, 1981 | 

- (Authorized and isstied - - $1, 000 000) oo 

_ Issued - less redeemed. oo 820,500 


6% ‘SINKING FUND DEBENTURES, SERIES oe 
_ MATURING APRIL 1, 1984 
. Authorized and issued - $1 000 000) — 
‘ - less mee 


2% SINKIN APRIL 15, 1985 
. oo issued 500 000) 


4 SINKING FUND DEBENTURES, SERIES 
AT OVEMBER. 


970,000 
125,801 


4,579,801 


60,000 


4,519,801 
135,121 


$4,384,680 


CONSOLIDATED STATEMENT OF EARNINGS SINCE INCORPORATION NET INCOME 


Thousands 
of 
Dollars 
Provision 
for Income 
Income Provision Interest on Tax 7 
from for Long-Term including Net 
Operations Depreciation Debt Deferred Income 
$ 36,642 $ 10,186 $ 3134. $ 8988 —-$_18,668 
59,047 13,926 6,682 13,629 27,440 
86,881 26,189 6,390 21,293 32,889 
114,304 29,338 7,788 28,558 48,773 
148,049 37,846 7,808 43,959 58,771 
163,651 35,607 8,102 59,966 59,976 
200,890 38,250 9,398 76,125 77117 
214,419 48,663 18,806 66,813 79,564 
288,792 74,363 39,581 80,069 106,648 
396,446 99,472 60,963 108,504 134,146 
578,416 136,966 64,284 172,642 209,287 
612,555 141,889 101,041 163,865 246,616 
769,346 164,648 99,078 227,925 288.908 
804,147 176,695 95,039 248,354 292.797 h, 
914,630 211095  —- 101,181 279,591 329,415 
1,135,190 276.271 ~~ 145,421 340,412 411,637 Ted Boehk 
1,228,028 351,631 139,657 347,681 421,645 District Man 
1,315,808 382,533 139,015  —- 363,366 470,605 
14773i7—isi‘440,460——(it::«*82«274 == 387,088 508,179 
e027 AS 8 664,315 


| bog «= 283,076 «= «481,708 == 782.952 
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OUR LATEST DEVELOPMENT 


AVALON MALL, ST. JOHN’S NEWFOUNDLAND 


(This architects drawing has become a reality) 
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SOBEYS 
e STORES 
LIMITED 


BRANCH LISTING 


STELLARTON 
NEW GLASGOW 
WESTVILLE 
TRENTON 
PICTOU 

TRURO 
HALIFAX 
WESTPHAL 
WOODSIDE 
DARTMOUTH 
NORTH SYDNEY 
SYDNEY 
SYDNEY MINES 
ANTIGONISH 
YARMOUTH 
AMHERST 
WINDSOR 
KINGSTON 
PORT HAWKESBURY 
KENTVILLE 
GLACE BAY 


MONCTON 
FREDERICTON 
SAINT JOHN 
CAMPBELLTON 
LANCASTER 
NEWCASTLE 
CHATHAM 
EDMUNDSTON 
DALHOUSIE 
ROTHESAY 
MILLIDGEVILLE 
NASHWAAKSIS 


SUMMERSIDE 


PASPEBIAC 
NEW RICHMOND 


GRAND FALLS 
ST. JOHN’S 
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Sobeys Stores Limited 


STELLARTON » NOVA SCOTIA 


INTERIM 
REPORT 


6 Months ending Nov. 4, 1967. 


SOBEYS STORES LIMITED 


SOBEYS STORES LIMITED 
CONSOLIDATED STATEMENT OF EARNINGS 


INTERIM REPORT SIX MONTHS ENDING NOVEMBER 4, 1967 
Six months ending November 4th, 1967 (with comparative figures) 
TO THE SHAREHOLDERS Net operating income | $ 606,947 $ 417,765 
Provision for future income taxes (Note 1) 285,802 196,350 
I am pleased to report that both sales and earnings oar ae ae mee 
of the Company show a healthy increase for the six Net income 321,145 221,415 
month period ended November 4th, 1967. Preferred share dividend 46,875 
Earnings per common share after providing for the Net income after providing for preferred share dividend $ 274,270 $ 221,415 
preferred share dividends, but excluding capital gains, SS — 
were 38ce against 3le for the comparable six month : > 9 
period of last year. Karnings per common share hs $ ob 
r at oe Oa iene ates 9 eB eee Note 1.) No income taxes have been paid, as the Company has taken advantage of accelerated 
ae gl pe ay ae prt cater shegeana 9 a re capital cost allowance rates as permitted by the Canada Income Tax Act and Regulations 
December of this year, a new store was opened at forMesiznated areas: 
Royalty Mall in Charlottetown, Prince Edward Island, 2) Capital gains on sale of fixed assets and investments have not been included in the above 
a market in which the Company had not previously results. 
been represented. 
Avalon Mall in St. John’s, Newfoundland, which is 
owned entirely by the Company, is showing satisfactory CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
progress and results. (with comparative figures) 
A new store will be opening early in 1968 in Loch de 
Lomond Shopping Centre in Saint John, N. B. and, ; Rid 1967 (6 mos.) 1966 (6 mos.) 
Highfield Square Shopping Mall in downtown Monc- SOURCE ; ; 
ton, N. B. is being readied for construction. Net income for the period $ 321,145 $ 221,415 
Quarterly dividends of 8¢ per share on the Common Add: 
“A” and “B” stocks of the Company were paid in Depreciation ; 350,190 266,569 
July and October. Provision for future income tax _ 285,802 196,350 
Profit on sale of fixed assets and investments 71,083 
Rising costs continue to be a burden, however, the Proceeds from sale of debentures 992,658 
Company has been able to keep these costs under Proceeds from sale of preference shares 1,431,443 
reasonable control. = 
$2,020,878 $2,115,777 
The outlook for the balance of the year appears promis- Pit te —_—____—. aA aE 9 
ing and, barring unforseen circumstances, it is expected APP ie l ne aT e 
that sales and earnings should continue at a satisfactory nerease in lixed assets 484,461 1,119,508 
wate Increase in mortgages receivable 54,100 732 
. Purchase, redemption and transfer 
_ of current portion-company debentures 104,000 $2,500 
Dividends paid 163,173 112,663 
WILLIAM M. SOBEY 805,734 1,315,403 
President Increase in working capital $1,215,144 $800,374 


Stellarton, N. S. 


20th, 1967. Cars * ; 
December 20th NOTE: The above figures are subject to audit and year end adjustment. 


